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< To he gdil? > Letters to the editor, in whole or in part, are presented here as a contribution to current 
: ae discussion of investment, economic and general financial subjects of public interest. 
\ ae 


YOUNGSTOWN, OHIO 
Steel is, of course, the product in which 
most people of this city are interested. We 
have known on many occasions the truth 
of the adage that steel is either “prince or 
pauper,” and when princely robes are Le 
ing worn that is the time when we wonder 
how soon the pauper will reappear. The 
earnings which your magazine reters to 
in the group ol steel stocks on the Stock 
Exchange have been, and are, satisfactory. 
The mills are mighty busy, employment 
is high in many departments. But don't 
overlook effect when you discuss cause. 
After periods of heavy production, plants 
have to be overhauled. Furnaces require 
relining, worn equipment has to be repaired 
or replaced. Output, consequently, eases 
off. The industry is approaching the point 
where repairs and replacements will have 
to be extensive, de spite the defense effort. 
©: L.. ir. 
HOUSTON, TEA. 
It must have occurred to many people 


long ago, as it did to me atter | became 
interested in stock market processes coin 
cident with the accumulation ol $500 Lor 
that if the Stock 


a market place, it could do 


investment, Exchange 


Was solely 
very little to stimulate business to be trans 


acted upon it. Emphasis could be laid 


upon the market's facilities, but to arouss 


desire to patronize them would require 


an eflort directed from another source, 


namely, either the brokers or the corpora 
tions whose securities are bought and sold 
on the Exchange. The trade association 


should supply the medium = tor proper 


sales work, tor, through it, the brokers 


can do the work necessary to spread pre 
cise tacts about listed securities. | should 
think, also, that the corporations would 
brokers 


with the to the same 


S. ee. 


cooperate 


end. 


ALBANY, N. ¥. 


Under separate cover 1 am mailing to 
you a copy of the October 29th issue of the 
News. On 


will 


Ilbany Knickerbockei page 


14 the editorial page you find an 


editorial inspired by one oO your articles 


in THe Excuance. 

Needless to say the editorial pleased m« 
a5: I know it did other members of the 
brokerage fraternity here in Albany. It 
should also please you as it proves very 
definitely, in my opinion at least, that the 
good work you are doing is bringing in 
results. 


Power to vou. Li. 1). 
PICA, NHN. TF; 


Please send me the following copies ol 


THe Excuance. ... In a recent issue | 
saw a record of long continued dividends 
on certain listed stocks, and learned that 
previous lists had been printed. This is 
the kind of information which lets inves 
tors know that they have not been forgot 
ten. | used to think that too much was 
printed about the stock market, and too 
much “dope” was thrust upon the public 
from one source or another. But it seems 
in recent years that the output has dwin 
dled, and many people must miss some 
thing from their personal economics. 


M. R. Meb. 


ST. LOUIS, MO. 


Enclosed is check tor renewal ot my sub 
scription, Tt Excuance has been received 
with especial interest because of the facts 
it gives me about the basic situation ot 
prominent listed stocks. R.N. J. 


NEW YORK CITY 


It you grant that speculation must be 
the bone and sinew of broad, active stock 
markets, there is no need to go tar aheld 
in the search for explanations of dullness. 
You can stop with taxes... for there just 
isn't anything in trading these days, cap 
ital gains and income taxes being what 
they are. I, for one, am as willing to seek 
a profit as in the 1920's, but the induce 
G.D. 


ment is too small. 


CAMBRIDGE, MASS. 


Do you remember the classic “boners” 
which were published in book form, tol 
lowing the collapse of the boom of the 


1g20's> The volume recounted some ol 


the extravagant prophecies of the “New 


ral’ and 


which was to banish poverty 
put two motor cars in every garage where 
only one I feel that the time 


Was housed. 
clement should soon call for public state 
ments and writings, impelled by high 
taxes and uneven industrial production, 
which later on will be proved as blatantly 
bearish as the 1g2g eflusions were arrantly 
bullish. If you come upon printed evi 
dence that the prophets of gloom are be 
coming active, clippings of same would 
be appreciated by me. | might prepare a 
j. D. K. 


book, too, 


gus. ADM 
Li@RARY 
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Yield of 6.9 Per Cent on Ten-Year Dividend Payers 


Y IELDS on listed stocks of 6 per 
cent, 7 per cent, 8 per cent! 


Surprise was expressed when studies 
showing average income return in this 
range were first published by the New 
York Stock Exchange. That the cur- 
rent facts of equity investment should 
have been unknown to so many people 
how gives rise to the question of 
whether the market statistics and com- 
ment regularly published are sufhciently 
adapted to the needs of the growing 
body of snvestors throughout the nation 

as contrasted with the declining activ- 
ity of speculators in the market. Little 
reshaping of news of investment secur- 
ities to fll this changed demand has 
been noticed. 

With the thought that it may aid in 
acquainting security holders with the 
investment character of the listed mar- 
ket, Tue Excuance is introducing, and 
will publish periodically, an indicator 
of the current yield of listed common 
stocks principally of investment rating 
(limited to a compilation of 269 issues 
which have paid dividends consec- 
utively for at least ten years). These 
20y stocks show a typical current yield 
of 6g per cent on the basis of market 


prices of November 12. 


By way of comparison, the 30 indus- 
trial stocks which make up the Dow- 
Jones average (which naturally includes 
a few of the more speculative issues) 
currently are yielding about 5!) per 
cent, on the average. 

The yields obtainable on individual 
issues among the 26g ten-year dividend 


payers are summarized below: 


Common Stocks Paying Dividends 
for Ten Years or Longer 


Current Yield Vo. of Issues 


Less than 4 15 
Between 4°. and 5 26 
Between 5° and 6 45 
Between 6°. and 7 52 
Between 7°. and 8 ZF 
Between 8°. and 9 35 
Between 9°. and 10 21 
Between 10°, and 11 19 
Between 11 and 12 10 
More than 12 19 

Total 269 


The foregoing is not an over-all com- 
pilation of dividend-paying stocks. All 
told, 595 listed common stocks currently 
are yielding a return. Among the full 
list of dividend-payers one would ex- 


pect to find a number of issues priced 


to yield higher than 10 per cent. But 
the stocks which are discussed here 
are backed by an impressive record of 
continuous dividends throughout every 
year of the depression, 

Past performance is not an attribute 
upon which over-emphasis is to be laid, 
today least of all. Low selling price 
in relation to dividends doubtless holds 
implications for the future in the case 
of several of these high-yielding stocks. 
Concern over the future course of 
profits is mounting. And some large, 
important units have been — forced, 
mainly as a result of increased taxes, 
to reduce their dividends at a time 
when industrial activity is at unprece- 
dented levels. But it stands to reason 
that many of the prime companies with 
securities listed on the New York Stock 
Exchange, which comprise the back- 
bone of all American enterprise, are not 
permanently to be so unfavorably. situ- 
ated that their shares must sell at a 


discount. 
Superior Yield Record of Equities 


Meanwhile, in what situation does 
the person with surplus funds to invest 
find himself? He sees equities stand 


ing as almost the sole remaining chan 





Trade Association 

















HE Association of Stock Exchange 

Firms stands implemented to act 
as a national trade body. The thirty 
Governors, elected at the first annual 
meeting of the Association in its new 
form on November 
17, represent all sec- 
tions of the nation. 
If the attendance of 
the Governors at the 
session when James 
F. Burns, Jr.. wis 
elected President, 


considered 





may be 


James F. Burns, Jr. @ Criterion of in 


terest in the trade 
assockition, the work is being under- 
taken with a strong head of steam. 


roll 


They came from Los Angeles, 


Livery Governor answ ered the 


( all. 
San Francisco, Minneapolis, Chicago, 
Detroit, St. Nash- 


ville, Pittsburgh, Cleveland, Atlanta, 


Louis, Richmond, 


Yield of 6.9 Per Cent 


(continued from page 1) 


nel of investment that offers anything 
like the old-time rate of return. Gov- 
ernment bonds (except small-denomina 
tion defense bonds) yield him less than 
2 per cert; savings bank deposits from 
1.5 per cent to 2 per cent; municipal 
bonds, barely 2 per cent; and first-grade 
corporate industrial bonds from 2.4 per 
cent to about 2.8 per cent. 

Selected listed stocks offer him the 
opportunity to more than double this 
income at a Ume when advancing liv 
ing costs and higher personal taxes 
make such an increment 


more neces- 


sary than in some time past. 


The | risks 


inherent = in 


owning 


At Work 


Washington, Philadelphia and Boston, 
as well as from the New York area. 
The distribution of cities represented by 
this roster registered the national char- 
acter of the Association. Plans for the 
formation of regional committees indi- 
cated that the purposes of the trade 
body had received close study in ad- 


vance of the meeting. 


Equal division of the Governing 
Board between out-of-town members 
and those located in the New York 


territory emphasizes the diversity of ex- 
perience in the securities business which 
will be centered in the management. 
Foresight which seeks to make the 
most of diversification in the direction 
of Association affairs may be noted in 
the personnel of the Nominating Com- 
mittee for next year: a majority of the 
Committee is composed of men who 
reside in cities distant from New York. 

What the the re- 


are purposes of 


equities? Some observers are of the 
opinion that adjustment to war condi- 
tions has gone so far that business in 
the United States is becoming more 
On a 


occasions recently, they point out, dis- 


immune to. shock. number of 
quieting war news has caused scarcely 
a flutter in share prices. It is note- 
worthy that despite the many startling 
developments in the war and in the 
domestic economy, the Dow-Jones in- 
dustrial average has moved within a 
range of only 23 points during the past 


year. 
Investment Stocks Less Volatile 


That stocks of investment merit usu- 
ally are less volatile in their price move- 
ments than are the more radically 


speculative issues is well known. To 






Stock Ex 
change Firms? From the public’s point 


organized Association of 
of view, first: to maintain high stand 
ards of service; to demonstrate the ad 
vantages to investors and traders in 
securities of doing business with Stock 
Exchange member firms; to inform 
more fully those who invest or trade 
for capital gains about securities listed 
on the Stock Exchange; to make clear 
the Stock Exchange’s functions in facil- 
itating the flow of capital into produc- 
tive industry. 

From the standpoint of the securities 
business: to assist Association members 
by the dissemination of information, 
ideas and practical facts about successful 
methods for serving customers; to pro- 
mote merchandising and other media 
designed to increase the public’s interest 
in listed securities; to provide legal ad- 
vice on mutual problems, and to take 
steps to increase the efficiency and econ- 
omy of office procedure; to promote a 
spirit of cooperation among the mem- 
bers, throughout the country. 

These are the outstanding purposes. 
A hefty bill of goods! A challenge to 
the entire Stock Exchange community! 
illustrate: A compilation of three in 
vestment grade issues and three stocks 
of a more speculative nature consistently 
has shown, in each of three periods of 
declining markets, a less acute reaction 
for the investment group. In the mar- 
ket from March 10 to April 11, 1939, 
the investment issues declined only 
about one-half as severely, in the Spring 
of 1940 their recession was about two- 
thirds as great, and between September 
18 and October 31 of this year their 
decline was only about one-third that 
of the speculative issues. 

It follows, on the upside of the mar- 
ket, that the investment grade _ issues 
ordinarily will make gains more modest 
than those of certain of the out-and- 
out speculations—but that is the price 


(continued on page 11) 

























WHAT IT TAHES 

10 CREATE THE 

ARSENAL OF 

DEMOCRACY 
* 


HOUSANDS of blue prints 
mushroomed plant buildings 
tools by the legion, furnaces by the 
score... chemicals, alloys, armor plate 


skilled 


hands on the assembly line—and a 


chattering machines 


thirteen-ton combat tank for the United 
States Army is built every 45 minutes! 
By a single corporation among the 


many engaged in military production. 


Nothing is more symbolic of Amer- 
ica’s defense effort on land than the 
tank. As a practical illustration of the 
way in which the nation’s peace indus- 
tries have been converted into speedy 
producers of war machines, tank manu- 
facture affords a graphic picture. To 
visualize the process, consider the re- 
sults attained by the American Car and 
Foundry Company, one among many 
great corporations listed on the Stock 
Exchange which are turning out mobile 
tank 


builder in this country; the first, also, to 


fortresses, and the first’ civilian 
make these weapons in mass produc- 
tion, 

A successful bid, in competition, was 
made at the Army Ordnance Depart- 
ment’s request for the construction of 
329 tanks on September 28, 1939, within 
a month after the European war be- 
gan. The company’s engineers, exec- 
utives and shop foremen had figured 


for seven weeks on the Army specifica- 





tions. On October 3 the task began to 
take form. More than 2,600 blue prints 
had to be co-related.. Armor plate had 
to be acquired in quantity . and it 
was immediately discovered that deliv- 
eries from the existing sources of sup 
ply could not be made in the contractual 
time! 

The company faced the problem of 
producing its own case-hardened plate, 
a product previously shrouded in mys 
tery because of its chemical contents. 
How was it solved? By the erection, 


in less than a year, of the largest armor 














plate plant in the world. The product 
in terms of quantity? The 1,000th com 


bat tank was delivered to the Army on 


Se ne er 
‘Anh 


An Army “jeep” car in action, towing a 
37-mm. anti-tank gun 
2,000th tank on 


August 2, the 


194I, 
October 21; in less than three months 
after August 2, the output was equal 
to the production of the preceding 
twelve months—a four-fold speed-up! 


The construction of the armor plate 















































plant required a large use of the com- 
pany’s own capital—its own funds with- 


out recourse to a Government loan. In 
order to keep costs down on the 329 
tanks, the work was carried on in exist 
ing buildings at Berwick, Pa., where 
Car and Foundry had built railroad 
cars for many years. 

Three months after the first order 
was received, a “pilot” tank made ot 
“soft” steel plate was completed for the 


yurpose, technically, of “proving out the 
pur} | 


jigs” tools of manufacture. The 
first armor-plated tank was passed by 
the Army on April 30, 1g4o0—sixteen 


days ahead of the contract date. The 
full order was completed by December, 


1940, several weeks ahead of schedule. 


Nine months later 1,000 were fin 
ished, and the plant swung into mass 
production, 

Some statistics growing out of the 


company’s operations in the field of de 


fense are enough to cause the layman's 


These are Army “peeps’’—not to be confused 
with “jeeps.” The “peeps” are smaller and 
are used for reconnaissance, liaison and per- 
sonnel-carrying, while “jeeps” are for com- 
manding officers’ use in combat 


head to whirl. A single tank weighs 
approximately 24,000 pounds, requires 
8,000 pounds of armor plate, contains 
2,865 different kinds of parts and 14,318 
individual pieces, exclusive of engines 


and accessory equipment. The machin- 


ing work requires 2,728 operations on 
705 individual items. The transmission 
is made up of 253 separate parts and a 


In the “hull” 


221 


total of 1,057 pieces. 


the shell of the vehicle—there are 
parts, comprised of g30 pieces. 
The armor plate plant now has 32 
heat-treating furnaces, many of them 8o 
feet long, where hone existed eighteen 
months ago, and each is capable of 
handling 40,000 pounds of steel daily. 
The 


plate capacity and is now able to assist 


company has attained an excess 
in speeding defense work elsewhere. 
Orders have been accepted from other 
manufacturers for plate to be used in 
the construction of more than 3,000 
each of halt-track scout cars, light tanks, 
and “jeeps” which are being made by 
other companies. 

Besides building tanks at the Berwick 
plant, the company has created its own 
emergency labor force. Looking ahead 
to the time when Government needs 
would expand and the pressure for de 
liveries become more urgent, an early 
start was made in the task of imparting 
skill 


sources besides the existing car-building 


stall. 


to workers gathered from many 
A learner is assigned to an eX- 
perienced machine operator, the latter 
receiving a bonus of $2.50 to $20 in 
ratio to the speed with which he qual 


ifies the beginner as an effective artisan. 
Personnel Triples 

Six to eight weeks were found to 
be all the ume required to teach a man 
to operate a machine on his own. By 
this high-pressure mode of training a 
labor force a distinct contribution has 
been made to ideas about apprentice- 
ship. The company’s personnel has been 
increased from 2,500 to nearly 7,000 
men. 

“The men so trained,” said Frederick 
A. Stevenson, Vice-President of the 
company, recently, “are assuredly not 
machinists, but it is astonishing how 


skillful some « 


f them become in a very 


brief period of time.” Skill is further 


evidenced in the fact that 95 per cent 
of all the operations for producing tank 
parts, the assembly and armor plate are 
on a piece-work basis. 

In producing the original fortresses 
at the rate of three a day, 42,500 square 
feet of floor space in the car-building 
plant were used. Today, for the pro 
duction of 15 or more tanks daily, 175,- 
000° square feet are necessary for the 
machine shop and assembly depart- 
ments, in a new plant, while the armor 
plate section now employs 200,000 
square feet of floor space, compared 
with the original 27,500 feet. The plant 
is still growing, thanks to the acquisi- 


odd 


source—the World's Fair. While prior- 


tion of structural steel from an 
ites have to be recognized even by 
munitions makers, the company was 
able to secure enough steel from demol 
ished buildings on the Flushing Mead 
ows, Long Island, to push the addition 


of 31,000 square feet of floor space. 
Composition of Armor Plate 


Examination of Car and Foundry 
records indicates that the building of 
adequate plant has been one of the 
lesser problems, the same as with other 
munitions producers. The more press 
ing dithculties had to do with the intri- 
cate manufacture of armor plate, start- 
ing from behind scratch; and with the 
precise machining of intricate parts. A 
description of armor plate, without re- 
vealing any military secrets, could be 
as follows: 

The material is a high-alloy steel 
plate, the face exposed to gun fire be 
ing “carburized” to varying depths de- 
pending upon the thickness of the 
plate; the other, or inner face, remain- 
The 


composition of the steel is of varying 


ing in a homogeneous - state. 


percentages of carbon, manganese, 
nickel, chrome, molybdenum, silicon, 
sulphur and phosphorus, the distribu 


tion of these elements being a matter 


(continued on page 16) 





BY G. 





A* outsider gains two distinctly dif- 
ferent impressions from the last 
several issues of THe Excitance. On the 
one hand, Wall Street is doomed be 
cause public speculation has gone out of 
fashion. On the other hand, there are 
grounds for optimism in the fact that 
many firms are adjusting their methods 
of doing business to the New Deal in 
Wall Street. 

The wide disparity of opinion about 
the future of Wall Street and the Stock 
Exchange is so general that any new 
comer must be amazed. Boiling the 
matter down to a few words, it would 
seem the pessimists are living in the 
“good old days” while the optumists 
realize the possibilities of realistic adjust- 
ments to new conditions. 

The pessimists have ample grounds 
for gloom. But unfortunately for them, 
there is little hope for relief because the 
“good old days” are not coming back. 
Their only recourse to relief is to adjust 
their views to the changed conditions. 
But, anyone who has ever tried it knows 
that it is very hard to “teach old dogs 
new tricks.” Yet, this is not impossible. 

Some people in Wall Street are hold- 
ing on stubbornly in the belief that a 
new administration will eventually come 
into power and lift the present restric- 
tions on financial activities. Hopes for 
a change in administration may be justi- 
hed, but a return to the “good old days” 


is highly improbable. Examination of 


OGDEN TRENCHARD - 


ECONOMICS 





recent. social legislation reveals one 


major and consistent objective—to pro- 


tect and benefit: the 


average citizen. 
Recent social legislation has been so 


popular with the Masses that ho party 





will dare call for its repeal. Republican 


leaders in the last campaign were out 
spoken in their endorsement of the New 
Deal’s social program. Their great dis 
advantage was that they could only offer 
to administer the laws in a more efficient 
manner. 

Under these circumstances, it seems 
logical to assume that the legislative 
curbs on securities markets are here to 
stay. The main points in this legisla 


tion are: 


SYARISTICS. INE. 


The Challenge of Change 


Vice-President 





1. Control over margins on securi 
ties purchases. 

2. Curbs on the activities of large 
speculators and pools. 

sat Restrictions on brokers and spe 
cialists. 

4. Publicity on the purchases and 
sales of securities by corporation 

executives and large shareholders. 

5. The establishment of a policing 

organization, the SEC, to adminis- 

ter the securities market laws. 

The first two or three restrictions were 
enough to change completely the char- 


Wall 


were aimed at speculation and hit the 


acter of Street business. They 
target squarely. Large-scale public specu- 
lation can thrive only when margin re 
quirements are low and when specula 
tive credit is plentiful. Cut off the 
supply of speculative credit and you 
eliminate most of public speculation. 
Speculation did not go out of fashion; 
it was forced out of fashion. Curbs on 
speculative credit also narrowed the 
market and increased the difficulties of 
large speculators and pools. But, in 
addition, the Government placed direct 


curbs on such activities. 


Effect upon Trading Volume 
The constant decline in the volume 
of securities transactions is attributable 
directly to the steps taken by the Gov 
ernment to restrain what it considers 


(continued on page 14) 


Vi 












Lamoven BROKERS 
WHO ARE REGULAR 


“The Company proposes to sell 
the unsubscribed portion of Deben- 
ture Bonds from time to time after 
October 15, 1941, on the New York, 
Philadelphia or 


ton Stock Exchanges through 


Boston, Washing- 
I. } “2 J 

brokers now unknown but who are 
regular members of such Exchanges, 
who will recetve for their services 
only the regular brokerage commis- 
son and who uanll be underwriters 
within the definition of the Secur- 


ities Act of 1933." 


) | ‘HE quoted paragraph, taken from 
a prospectus, is entitled to a place 


imong the archives of the securities 


market. It has established a significant 
precedent and has made Stock Exchange 
history. 

News about the transaction referred 
to was published last month. In sum- 
mary, the American Telephone & Tele 
graph Company elected, with the ap 
proval of the Securities and Exchange 
Commission, to distribute $10,839,700 
new bonds without recourse to bankers’ 
underwriting. The block of bonds had 
remained after stockholders in the com- 
pany and other holders of subscription 


rights had taken up the bulk of a $233, 


6 


MEMBERS OF THE iw 
EXCHANGES”... 





+ .9 


‘i. 
a 


# ’ 


584,Q00 issue of fifteen-year 3 per cent 
convertible debentures. 

Unrevealed by the formal news stood 
a series of “pioneering” developments, 
some of them verging on the dramatic. 
After President Walter S. Gifford, of the 
Telephone Company, decided to mar 
ket the unsubscribed bonds on_ the 
designated stock exchanges, speedy pro 
cedure to meet technicalities was neces 
The SEC 


required and quickly obtained. A sup- 


sary, consent of the was 
plement describing the proposal had 
to be printed and inserted in the pros 
pectus covering the entire issue. Notice 
had to be given to the stock exchanges. 
The membership of the several ex- 
changes had to be informed of the 
pending sale. Furthermore, James F. 
Behan, Treasurer of A. T. & T., had to 
prepare for the handling of a transaction 
which was outside the experience of his 


office force. 
New Role for A. T. & T. 

In a sense the company became, tem- 
porarily, a dealer in its own bonds, with 
this difference from ordinary dealer 
Stock 


Exchange firms could “take down” 


operations: the price at which 


bonds was not to be fixed but would be 


yi" o 
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governed by fluctuations recorded in 
sales on the Exchange of outstanding 
bonds of the issue. The terms under 
which the regular commission of $2.50 
per $1,000 bond would be paid by the 
company stipulated that the — partic 
ipating brokers must have orders from 
customers for the bonds and that such 
orders must be executed on the 
Exchange. 

Brokers or firms that desired to buy 
for their own account were thus barred 
from buying directly from A. T. & T. 
They could place their order with an 
other Stock Exchange member firm, 
however, and the order would be 
“crossed” by the latter, with the knowl 
edge of the Telephone Company. In 
such cases the broker who filled the 
order was able to charge a commission 


both to A. T. & T. 


customer. 


and to the broker 


Technical points were ironed out in 
a couple of days preliminary to the sale. 
The engraving of sufficient temporary 
bonds was completed under pressure. 
A. T. & T. followed, from there on, the 
precise procedure set by law and secur 
ities market practice. A copy of the 
prospectus went to all brokers who ev! 


denced an interest in the sale; this was 











done betore any sales were recorded. 

lhe brokers were required to sign a 
questionnaire to the effect that “the 
laiter had no relationship with the City 
Bank Farmers Trust Company which 
would disqualify said Trust Company 
under Section 310 of the Trust Inden- 
ture Act of 1939 from acting as Trustee 
under the Indenture.” 

No strings were attached to participa- 
tion in the sale beyond those comprised 
in the questionnaire and_ established 
brokerage regulations. The company’s 
offer to indemnify all brokers against 
claims, damages, etc., arising under the 
Securities Act of 1933 “due to any untrue 
statement of a material fact contained in 
the registration statement or the pros- 
pectus” was not availed of by a single 
broker. The sale came under the head- 
ing of ordinary brokerage business, as 


far as member firms were concerned. 


Bonds Quickly Sold 


Approximately 4o brokers were able 
to place orders with A. T. & T. before 
Monday, 
October 20, saw $5,164,000 of the block 
distributed on the New York Stock Ex- 


the supply was exhausted. 


change, or go per cent of the total taken 
by investors on three stock exchanges 
that day. Next day the remainder was 
sold out, principally in New York. 

Mr. Behan had a quick introduction 
to the brokerage business. Orders and 
inquiries flooded his office in the Tele- 


phone Building, 195 Broadway, over a 


battery of telephones. Once the sale 
opened, he was chained to his desk un- 
ul it was completed. Every individual 
transaction passed through his hands. 
In addition to checking and filling ap- 
plications, he had to keep in constant 
touch with prices on the Exchange floor 

. a process, all told, that is routine in 
a brokerage office but which was an ex- 
acting innovation for a corporation exec- 
utive who had relied upon bankers, on 
other occasions, to handle these details. 

Applications were considered in the 
order of their receipt. To effect as wide 
a distribution as possible among inves- 
tors, many of the larger requests for 
bonds were scaled down. The largest 
single sale amounted to $1,766,000, rep- 
resenting institutional buying; but most 
of the $10,839,000 block was divided into 
lots of $10,000 to $25,000. 

All sales were conducted within a nar- 
row price range. At the start A. T. & T. 
filled orders at the final price of the pre- 
ceding day on the Stock Exchange 

1114. The top received by the 
company was 111%, with most of the 
bonds going between 111% and 1111. 
Inquiry after the sale ended indicated 
that investment demand was sufficient 
to absorb many millions more than 
were offered. A far greater number of 
brokers filed questionnaires than the 40 
who were sufficiently early to share in 
the offering. 

If 40 member firms of the New York 


Stock Exchange were able to distribute 


AMERICAN TEL, & TEL. CO 





























Stock Exchange’s 
Part in A.T. &T. 


Financing 


INCE 1901 the New York Stock 
Exchange has assisted the Amer- 


ican Telephone & Telegraph Com- 
pany in distributing more than 
$1,700,000.000 of its securities. This 


total accounts for more than half of 
the Telephone Company’s outstand- 
ing bonds and stock, figured at par. 
In connection with fifteen offerings 
of new Telephone securities during 
the last 40 years. rights with a mar- 
ket value of many millions of dol- 
lars have been traded in on the 
Exchange. 
Rights, which represent the priv- 
accorded to a 
stockholders to 
securities, 


ilege corporation’s 
buy newly offered 
have been an important 
instrument in expanding public own- 
ership of A. T. & T. When not 
availed of by stockholders, they have 
been widely purchased by other in 
vestors and used to acquire Tele- 
.. until today 631,000 


holders are recorded owners of the 


phone issues . 


stock, comprising the largest aggre- 
gate of “partners” in any American 
company. 











on the Exchange the greater part ot 
a more than $10,000,000 new offering, 
what is the extent of the sales power 


400 


which relies upon the financial imagina- 


of 300 Or firms? The question, 
tion for an answer, leads to another: 
if one great listed company like A. T. 
& T. can find an effective and econom- 
ical outlet for the unsubscribed portion 
of a substantial offering to its security 
owners, why should not others employ 
the same facilities for similar or dissim 
ilar purposes ? 

The sale of the A. T. 


only establishes a precedent; it also 


& T. bonds not 


proves that the Stock Exchange mech 
anism contains potential usefulness to 
corporations and investors which calls 


for further exploration. 


<€ This “plow train,” recently developed by 
A. T. & T., lays several miles of cable daily. 
Here it is burying two cables simultaneously. 









CORPORATE EARNINGS 
IN FIRST NINE MONTHS 
28.3 PER CENT AHEAD 




















for companies listed on the New York 
Stock Exchange were more substantial 
than in several years past. Earnings of 
the first 400 companies to report were 
28.3 per cent higher, in the aggregate, 


a2 o* 


and profits totaled $1,826,485,000 against 


$1,424.071,000 in the period a year ago. 


5 










Every industrial group shown in the 
accompanying table had an increase, 324 
individual companies showed improved 
results over last year, and only 12 com 
panies incurred losses in the net amount 
of only $2,170,000. 

Consideration of the possibility that 


earnings shortly may decline from this 
























level, with the implications which this ' 
: i 
© LAST YEAR may have with respect to share prices, ie 
: ; ’ : i 
comes up against a remarkable fact: if 
stock prices, as measured by the mar- 
ket averages, never responded fully to 
the progressively better earnings of the 
past three years. 
Sas | 
Pl Sh A corollary would appear to be that, 
| Rey ‘ . ; 
z Cin to an extent at least, security prices may 
s now be buttressed against a diminution 
of earnings. 
The leeway between the extent of 
gain in profits and the rate of dividend 
increases also deserves mention. While 
profits are up 28.3 per cent, dividends on 
all stocks listed on the New York Stock 
Exchange were only 7.7 per cent greater 
in the first nine months of this year than 
(continued on page 10, column 3) 
NINE MONTHS' NET INCOMES OF 400 COMPANIES 
HAVING COMMON STOCKS LISTED ON 
THE NEW YORK STOCK EXCHANGE 
—Assembled by Industrial Groups— 
I {| @ -] 1 - No. Showing Per Cent 
. record of cor porate Cdl nings In Number Improvement Group Net Income Change in 4 
i Number of Showing (9 Month 9 Months, 1941 Group Net Income 
the third quarter Yains significance Companies Net Profits: 1/41 vs (Combined (9 Months. 1941 
: , Reporting 9 Months,  Montl Incomes Minus Vs 
from the belic Ee expressed by a number To Date 1941 19d0) Combined Losses) % Months, 1940) 
of observers, that thev represent a peak Amusement... . . 4 t 1 $ 12.834.000 54.3% 
: Hick Automobile . 2... . 40 39 36 250.287.000 28.0 
or th uration of the war. gher Hes ss 3 = ) 
, a ’ . or . " aaa DO 5 a a we 15 14 27,449.000 29,2 
taxes, further wage increases, and the Business & Office Equip. 5 5 5 17.852.000 53.5 
replacement ot high profit margin out Chemical . eos Soe RO 1] 35 198.313.000 8.1 
Electrical Equipment . 8 8 8 51.980.000 m 
put by low-profit-margin defense work ond aheaiea aaa a se - : Rosen a 
- : : 5 a a ae 3 2.445. . 
are some of the factors which are held Food ....... 24 23 16 9 4.098.000 10.0 
likely to reduce earnings in coming Machinery & Metal . . 44 14 39 62.391.000 46.1 
; se & 59 5 26.7 
months. Much will depend also, of Mining. tee 15 14 13 52.518.000 36.7 
' Paper & Publishing . 13 13 9 15.747.000 6.5 
course, upon the pace of industrial pro Petroleum 2... . 25 24 21 156.814,000 35.8 
duction. Railroad . . 2... 39 37 34 219.470.000 +-186.0 
Whatever trend is indicated for the Retail Merchandising . 15 13 14 12.493.000 78.1 
, ; . Steel. Iron & Coke . . 29 29 27 231.028.000 33.4 
future, results in the first nine months Textil 2 a i +s eenene 20 
e e . ° . . . ° o o » o. . . 
All Publie Utilities 23 22 13 291.457.000 4.2 
») Other Companies . 32 30 8 70.818.000 7.0 
lee «. . s 2 388 324 $1.826.185.000 28.3% 









Critic, Speakin 
Community, 
of Securities 


FINANCIAL ED 


Greater Voice In Exchange 
Affairs Urged for Out 
Of Town Firms 


9 for his Home 
Presents Attitude 
Brokers Situated 





Outside the New 


By j. S. Armstrong 
TOR, THE BALTI 












York Area 


















MORE SUN 















\ , 71TH about 23 per cent of the 
member firms of the New 


York Stock Exchange operating out- 


side Wall Street, observers of financial 


developments in Baltimore feel that 
out-of-town member firms originate a 
large enough proportion of business to 
entitle them to a careful scrutiny of 
the present rules of the Exchange and 
any that may be proposed. 

Frankly expressed, there is a_beliet 
that certain aspects of the Exchange's 
rules in the past have been disadvan- 
tageous to out-of-town members. 

The Baltimore members’ viewpoint 
possibly may be typical of that of other 
brokers with main offices outside New 
York City. Specifically, observers here 
teel that it would be only fair that rep- 
resentatives of out-of-town firms be 
given every chance to present their ob- 
lections to any further proposals hav 
ing a direct bearing on their welfare. 

The Baltimoreans appear sensitive to 
the omission of out-of-town members 
trom representation on committees ap 
pointed by the Exchange to negotiate 


with the Securities and Exchange Com 


Mission, 





They feel that it would be helpful to 
the New York Stock Exchange, in its 
negouations with the Government 
agency, if it would avail itself of the 
services of out-of-town members, who 
in Many instances occupy positions of 


importance in their communities. 


Value of Wide Representation 


These committees, they assert, have 
had entirely too much of a Wall Street 
complexion, and from the standpoint 
of good publicity a sprinkling of rep- 

Philadel- 


phia, Boston and other cities scattered 


resentation from Baltimore, 
over the country should prove more 
effective. This principle has been  fol- 
lowed, for example, by the Investment 
Bankers Association of America. In 
the selection of committees to deal with 
Government regulation the IBA has 
made it a practice to appoint a substan- 
tial representation of its member firms 
operating outside Wall Street. 

From the viewpoint of Exchange 
members here some of the proposals 
put forward by the Securities and Ex 
change Commission in the past—but 


not thus far adopted—would tend to 






reduce considerably the number of out- 
of-town non-clearing member firms and 
supplant them with branch offices of 
New York City clearing member firms. 
Local members doubt that the public 
interest is served by depriving Exchange 
customers in cities throughout the 
country of the consulting services they 
have been accustomed to obtain for 
many years from partners of firms well 
known in their respective home towns. 

The youngest of the six New York 
Stock Exchange member firms with 
main offices in Baltimore has been en- 
gaged in the business as brokers and 
dealers in securities for over thirty-two 
of these firms has 


years. The oldest 


been in business well over a century. 
Effective at Public Hearings 


It will be recalled that the Secur- 
ites and Exchange Act, as originally 
written, provided for the segregation of 
functions between brokers and dealers, 
but representatives of firms from all 
parts of the country appeared at the 
public hearings of the committees of 
Congress and voiced their objections. 
Segregation of these functions was sub 
sequently dropped from the original 
Act. 

In the opinion of local members. it 
would be only fair that representatives 
of out-of-town firms be given an oppor 
tunity to present their objections to any 
further proposals to impose — partial 
segregation of functions by a back-door 
approach instead of by an amendment 
Act. 


they maintain, that such action could 


to the This is for the reason, 


probably be shown to be disadvan 


tageous to the out-of-town members 


and lead eventually to their replace 
ment by branch ofhces of New York 
City clearing firms. 

The question boils down to. this: 
does it appear in the interest of the 
public at large that rules of the Ex 
change should give competitive advan 
tages to one group of members? 


Out-of-town members note that the 











number of branch ofhces in communi- 


ties served by resident member firms 


increases and the 


decreases with rise 
and fall in volume of business executed 
on the Exchange. Numerous branches 


are closed when volume recedes and 
opened when business improves. Out- 
of-town firms cannot follow this prac- 
tice. Members of local firms feel that 
a better regulation of branch offices is 
in the interest both of the public and 


the Exchange. 


Distribution of Firms 


The Exchange’s 1941 year book re 
veals that there were 591 member firms 
as of the first of the year, of which 
128 were out-of-town houses. 

It is understood that non-clearing 
firms located outside New York trans- 
mit for execution through their Wall 
Street correspondents a substantial per- 
centage of the business originating with 
the public. It has been suggested that 


the Exchange's — statistics would be 


made more interesting if they were 
amplified to show in some detail just 
what percentage of business executed 
on the floor originating with the pub- 
lic is developed in the first instance in 
ofhices outside New York City. This 
information should be sub-divided into 
business of out-of-town branch. offices 
of New York City clearing firms, out 
of-town clearing firms and out-of-town 
non-clearing firms and branches of both 
lasses of out-of-town firms. This infor 
mation could prove helpful to all mem- 


bers of the Exchange in providing them 


with the basis of a better understand. 
ig of the problems of management as 

relates to members throughout the 
oOunteryv. 


Role of New Trade Association 


The opinion expressed in this local 
that th 


New York Stocl 
Schram, 


new 
Mr. Emil 


need of a bet 


Exchange, 
recognizes the 
ter understanding, on the part of the 


memb rship, of the probl m as a whole, 


and that he had this idea in view in 
seeking the reorganization of the Asso- 
ciation of Stock Exchange Firms into 
a trade organization which will be 
truly representative of the membership. 

The Stock Exchange, in conjunction 
with the newly reorganized Associa- 
tion of Stock Exchange Firms, it is be- 


lieved here, can perform a public ser- 





Nation-W ide Representation 


“A trade association which will be 
truly representative of the member 
ship” is an aim which Mr. Armstrong. 
the author of the accompanying article, 
sees in the newly reorganized Associa- 
tion of Stock Exchange Firms. 

The new Board of Governors of the 
fulfills this 


Association amply 


pur- 
pose. as analysis of its make-up shows. 
The thirty Governors are divided 
equally between New York = and 
out-of-town firms. Cities other than 
New York which are represented 
are: Atlanta. Boston, Chicago, Cleve- 
land. Detroit. Los Angeles. Minne- 


apolis, Nashville, Philadelphia, Pitts- 


burgh. Richmond, St. Louis. San 
Francisco and Washington. 
Only 6 of the 15 Governors from 


New York 


are native New Yorkers. 


firms, it is to be noted, 











President of the 


vice by disseminating information re 
garding the functions of the National 
Securities Exchanges. 

New York 
Stock Exchange and New York Curb 


Exchange are national in their scope 


Recognizing that the 


of business, the feeling of Baltimore 
firms is that the smaller regional ex- 
changes perform a useful function in 
providing an auction market for secur- 
ities of local rather than national inter- 
est, and that their usefulness should be 
safeguarded. 

In the regulation of the National 
Securities Exchanges, care should be 
exercised by the authorities to see that 
these markets operate in the interest of 
the general public rather than that of 


any particular securities exchange. 


Government regulation, it is felt, here, 
should be used with restraint, and re- 
strictions that fail to serve a useful pur- 
pose should be removed, if it appears 
the National Securities Exchanges are 
unduly hampered in performing their 
proper function of providing a free and 


open market for their listed securities. 





Corporate Earnings 


(continued from page 8) 


in the same period of 1940. Year-end 
distributions will close some of this gap. 
Also, a large part of the earnings in- 
crease has been made by the rails, many 
of which are not at this time in a posi- 
tion to pass the increase along in divi- 
dends. 

Sull, the over-all picture is one of con- 
servative dividend policies and there ap- 
pear to be many instances in which 
earnings could decline moderately with- 
out threatening present dividend rates. 

By industries, the best earnings gains 
in the first nine months were made by 
the rails, whose profits were up 186 per 
cent; retail merchandising companies, a 
gain of 78.1 per cent; amusement indus- 
try, up 54.3 per cent; business and office 
equipment, 53.5 per cent; machinery and 
metal, 46.1 per cent; mining, 36.7 per 
cent; and petroleum, 35.8 per cent. 

When such fields as retail merchandis- 
ing, amusement, and business and office 
equipment can outstrip the defense in- 
dustries in earnings gains, the notion of 
booming profits on defense work, which 
is entertained by some, gets a severe 


setback. 


Oil Companies Improve Position 


A principal shift in the third quarter 
was the emergence of the oil companies 
to a better position. For the first. six 
months alone, the profits of 35 petroleum 
companies were 1.8 per cent lower than 
in the same period a year ago. Other 
industries which improved their results 


(continued on page 11) 
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(continued from page 2) 


which the holder must pay, of course, 
if he is to acquire less vulnerability and 
retain his objective of protection of 
pl neipal, 

\rguments for price stability in con- 
nection with common. stocks neces- 
sarily are limited by the very nature 
of the equity form of investment. What 
the prospective purchaser of securities 
will find advantageous, however, is a 
recognition of the dual capacity of the 
listed market—that it has a valid in- 
vestment side, as well as its more pub- 
licized speculative aspects. 

Buying of income, rather than quota- 
tions, is becoming increasingly popular 
among securities purchasers. It com- 
prises a sound and legitimate field of 
market endeavor. And when income is 
sought upon the basis of growing earn- 
ings and intelligent appraisal of future 
profits—rather than upon the basis of 
obsolete history and temporary  earn- 
ing power such as exists in some enter- 
prises today—then, it is said, price will 


take care of itself. 





Corporate Earnings 
(continued from page 10) 


over the rate of earnings indicated in 
the early part of the year were automo- 
bile, mining and retail merchandising. 

On the other hand, neither the steel 
nor textile industries are running as 
spectacularly ahead of 1940 as they were 
earlier this year. 

Every company reporting in g of the 
groups had a profit. In 3 groups every 
company earned more than in the same 
period a year ago; these were amuse 
ment, business and ofhce equipment, 
ind electrical equipment. 

The picture of so general an improve 
ment is all the more impressive when 
the tax load that these companies have 


had to surmount is taken into account. 


Of the entire group of 400 companies, 
175 have given the details of their Fed- 
eral tax provisions in their interim re- 
ports. About 75 of these companies, it 
will be seen from the table following, 
are paying more than one-half of their 
net income (before taxes) in Federal 
taxes. 

Amount Provided for Federal Income 
and Excess Profits Taxes per Dollar 
of Net Income (After Taxes) 
First Nine Montus oF 1941 


No. of Companies 


Less than $0.40 14 
$0.40 to $0.59 32 
$0.60 to $0.79 30 
$0.80 to $0.99 24 
$1.00 to $1.19 20 
$1.20 to $1.39 10 
$1.40 to $1.59 11 
$1.60 to $1.79 12 
$1.80 to $1.99 6 
$2.00 to $2.19 8) 
$2.20 and over 7 


It may be dithcult to foresee how the 
bulk of these companies could bear a 
much greater tax burden and still have 
a sizable net left over for dividends. 
But not so long ago it was difhcult to 
foresee a level of business activity that 
would permit payment even of present 
taxes and still leave stockholders an in 
crement over and above 1940 earnings. 
There were those who insisted that 
business scarcely could better its 1g4o0 
record, a contention which current re 
ports of earnings are now disproving. 

The impact of priorities is now begin 
ning to be felt, as never before, and the 
number of dislocations and hardships 
attending the defense program is in 
creasing daily. It may be true that it will 
be some time before the Stock Exchange 
list, as a whole, is again able to record 
such strong earnings as those shown 1n 
the table on page &. But the outlook tor 
the investor is far from drab. Successtul 
investing merely is becoming more a 
matter of “picking and choosing” indi 
vidual companies with care and tore 


sight. Opportunities obviously will con 


DIRECT “TALK™" 
TO CUSTOMERS 


N old 


“know your market,” is being ap 


merchandising — adage. 
plied by Hazlett, Burt & Watson, New 
York Stock Exchange firm, in Wheel 
ing, West Va., as anyone may discover 
by reading its current advertisements. 
Wheeling, a steel and coal center, is the 
locale of large payrolls. The firm ad 
vertises twice weekly, using 2 columns 
over 8 inches on Wednesdays in onc 
newspaper and on Sundays in another, 
and directs its appeal to workers in 
mill, factory and mine. 

Under the heading, “In Detense ot 
Detense Incomes,” a recent advertise 
ment said, “Investment of your ex 
panded defense income in defense ot 
your future income is a matter of great 
importance to you. It is not so much 
how much you invest as fom you in 
vest.” Minimum commissions and low 
interest rates were noted in connection 
with the firm’s services. 

“"Small trv” said another insertion, 
referring to a popular song, “could: b« 
the one-share-at-a-time investor. Could 
be, but not with us. The foundation ot 
our business in) tSo2, and responsibl 
for our growth, has been the small in 
vestor. Every one of our. service fea 
tures is available equally to all 


OU 


clients, large and small.” 
Direct. simple copy evidently brin 
results, for the advertising is  planne 


to appear over six months, or longer 





tinue to eXist among certain companies 
in individual industries. General eco 
nomic conditions, the prospects of gen 
eral business, and the movements of the 
market averages are on the way out as 
comprehensive investment indicators 
“Priorities” appears to be a word tor the 
investor to take to heart. There wil 
be priorities in investments as clearly 
delineated as those in) raw material 


supplies. 

















































EREL) 
Or a 


lines in a stock table? 
roll call of American enter 


prise serving the needs of a nation, 
providing employment to millions of 
people, producing earnings for manage 
ment, workers and owners, alike? 


The 


enterprise includes such giants as Amer 


Americana of —publicly-owned 


ican Telephone & Telegraph Co., with 
Mo 


other 


Its 620,812 


stockholders, Cre neral 


tors, stockholders and 


410.542 
concerns, less imposing in size, such as 
Douglas Aircraft, 
Newport 


Drydock Co., Sogo stockholders. 


7 300 = stoc khe Ide rs, 


and News Shipbuilding & 
If a corporation typical of the New 
York Stock 


sought 


Exchange list is to be 
with 10,000 to 


bill as 


oul, one some 
stockholders fills the 
Once 


Monsanto Chemical Company. 


1S.000 Of 


nearly as any. such concern. 1s 


With 


assets, annual sales in 


190,000, Nearly 7,500 em 
shareholders, It 


11.,0Q2 


typifies, in its) physical dimensions, 
whose 


Nk W 


many of the oO4 


} 


Hares 
York 


ble ven 


COMPanies 
Are bought ind sold on the 
Stock Exchange. 
thousand and 


Not an 


ninety-two 


tockholders? total 
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Very idrgec 
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in comparison to the many millions 


who own listed stocks—who have in- 
vested their money in the securities of 
the nation’s oldest and best-known 
business corporations which COMprise 
the Stock Exchange list. 


Do 


bering less than the population of a 


Monsanto's stockholders, num- 


small town, comprise an isolated group, 
a limited sphere of ownership? Or are 
the shares distributed widely among 
many varied interests—both individuals 


and institutions—which lend to the 


company’s ownership a significance far 


greater than the mere number 11,092? 
Surveys Stock Ownership 


Monsanto some time ago completed 


the exhaustive 


ever made of stock ownership. It found 


one of most surveys” 
that its shares (combining the preferred 
and common issues) were held by 4,300 
ox ' ee : 
men, 4084 women, 1,607 estates and 
trusts, 48 investment trusts, 42 universi- 
ties and colleges, 75 insurance com 
panies, 121 hospitals, charitable or edu- 
foundations. There 


cational were, In 


addition, 387 joint ownerships, 192 hold- 
ings by brokers as principals or as 


agents for others, and 236 holdings 


which the company was unable to 
classify for lack of sufficient information. 

Monsanto Chemical Company esti- 
mates that, in addition to these 11,092 
direct holders, 170,000 investors in in- 
vestment trusts and 25,000,000 life and 
fire insurance policyholders are indi- 
rect owners of the company. 

This is nearly one-fifth the popula- 
tion of the entire country! 

Admittedly each of the indirect own- 
ers has but a small stake in the com- 
pany. But that makes the participation 
of each none the less real. 

It is difficult to conceive how the 
shares of the company could have en- 
tered more widely into channels of 


And 
drama repeated 864 times on the Stock 


trade and commerce. this is a 
Exchange list, sometimes on a larger, 


sometimes on a lesser, scale. 
Results for Bulk of Enter prise 


A bird's-eye view of only one stock- 
What are 


the aspects of the larger picture, em- 


holder list has been given. 


bracing the bulk of all industrial, rail 








and utility enterprises as represented on 
the New York Stock Exchange? 

Few companies have been as progres- 
sive as Monsanto in analyzing and 
making public the detailed make-up of 
their ownership. The Securities and 
Exchange Commission, in connection 
with its studies for the Temporary Na- 
tional Economic Committee, has, how- 
ever, analyzed the principal holdings 
(the 20 largest holdings of record) in 
each of the 200 largest corporations in 
the country engaged in business of a 
non-financial nature. 

The assets of these companies aggre- 
gate $69,002,459,000. They account for 
the bulk of activity in manufacturing, 
mining, electric and gas utilities, trans- 
portation and communications of this 
country. Equity issues of most of them, 
except those in which the ownership 
is heavily concentrated, are listed on 
the New York Stock Exchange. The 
manner in which their shares are dis- 
tributed (in the case of the principal 
holders only) is shown in the accom- 


panying table. 


Includes 30 Per Cent of Shares 


Slightly more than 30 per cent of the 
aggregate value of all the issues, it will 
be seen, is accounted for by these prin- 
cipal holdings. 

Individual investors lead with 8.14 
per cent of all the stock outstanding of 
these companies; parent and subsidiary 
corporations are next with 5.39 per 
cent; holdings by bankers and brokers 
(beneficiaries not disclosed) amount to 
4.61 per cent of the total of the issues. 
Other corporations (not parents or sub- 
sidiaries) account for 3.19 per cent, per 
sonal and family holding companies 2.9 
per cent, and investment trusts 2.7 per 
cent. 

How nearly these trends would be 
followed if it were possible to survey 
complete stockholder lists is difficult to 
say. It is known, however, from the 


Treasury Department's statistics of in 


come, that more than one-half of. all 
dividends are paid to individuals. One 
new offering earlier this year—Ameri- 
can Viscose Corp.—was traced and it 
was found that 68 per cent of the com- 
mon shares went to private investors. 

Other SEC 


study are that officers and directors of 


data revealed by the 
the 200 corporations own only about 
5.5 per cent, on the average, of the total 
value of stock outstanding of their com- 
New 
York Stock Exchange alone this ratio 


panies. For issues listed on the 


would be still lower, due to the large, 


concentrated holdings in such non- 


listed companies as Gulf Oil Corp. 





















Aluminum Co. of America, Koppers 
United Co. and the Ford Motor Co. 

The SEC study cites 42 companies as 
having majority ownership contained, 
in each case, within a small number of 
family, or corporate, groups, Of these, 


only 12 have issues of common. stock 
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HOW THE PRINCIPAL HOLDINGS IN THE 200 LARGEST N 
NON-FINANCIAL CORPORATIONS ARE DISTRIBUTED \ 
Value of re eo \ 

Type of Holder Holding of Issue \ 

IGIVIGMAIS 6 605.65 ose ae desde s oe SZ RS ea Ue 8.14% \ 
Personal and family holding com- N 
aaNet nen nao) road ctiay Ci cp of tor ate! op ete yeah aie 816.844.000 2.90 \ 
Trusts and estates... . . ...04 6 60000 685.798.000 2.43 \ 
Corporations, parent and subsidiary 1.519.450.000 5.39 \ 
Other corporations. non-financial....  —898.584.000 3.19 \ 
Insurance companies ............-. 143.776.000 Ol \ 
Investment trusts and companies.... 762.304.000 2.70 \ 
Banks as beneficial holders......... 13.305.000 05 \ 
Brokers and investment bankers as N 
beneficial holders .............. 29.159.000 10 \ 
Employees welfare. ete.. plans...... 174.964.000 .62 \ 
Powmnaations:. GIG. «6666666 sc eae on 283.535.000 1.00 \ 
Banks. brokers. ete.; beneficiaries N 
: ) \ 

Ree GREENS, ooas Sass sie wares 1.300.11 1.000 1.61 \ 
Total holdimes <.....405%0. $8.921.563.000 *31.64° , 
Represents principal holdings only N 

1 N 

_ WM 


listed on the New York Stock Exchange. 

Discussing the trend of stock owner- 
ship in all publicly owned enterprise, 
the report states that only a relatively 
small portion of the increase in the 
number of book shareholdings in re 
cent years is attributable to the acquisi 
tion of issued 


newly stock by new 


holders. Even a smaller portion of the 
increase is shown to result from the 
mechanical factor of transfer of stock 
out of brokers’ names. “It appears,” the 
report says, “that the most important 
reason for the increase in the number 
of book shareholdings over this period 


(1928 to 193g) Was an increasing diffu 





2 


sion of ownership of stock in the direc 
tion of smaller owners, partly reflected 
in the odd-lot purchase balance. 

The growth in the number of stock 
holders seems to have been propor 
tionately much greater than the increase 


In New equity capital.” 








The Challen ge 
of Change 


(continued fi om page 5) 


‘unnecessary, uneconomic, and harmful 
speculauion” on the part of both the 
public and the speculative fraternity. 
This type of business is gone, perhaps 


1Ol all 


depression expansion in Wall Street 


time. Since most of the pre 
facilities was caused by the growth in 
public speculation, it is no wonder that 
the loss of this business has fallen hard 
on Wall Street firms. On the basis of 
recent volume, it would appear that 
Wall Street is still overmanned. Either 
the number of firms must be reduced 
found to ex- 


further or ways must be 


pand the volume of business. 


Need for Market Anal ysis 


This raises the question of where new 
business is to be found. The answer lies 
in market analysis. The optimistic as 
pect of Wall Street is that many firms 
are realizing this fact and doing some- 
thing about it. The hope ot Wall Street 
is that all brokerage firms will do like 
wise. 


Market 


Much as the brokerage fraternity may 


analysis must be realistic. 


reyvret it, the Government's curbs on 
speculation have drastically altered the 
character of brokerage business. Invest 
ment considerations rather than specula- 


tive Motives now dominate the decisions 


{ the brokers’ customers. In short, 
Wall Street is changing from a specula- 
tive to an investment market. This is 
no doubt in accordance with the wishes 
of the Administration. 

The exact difference between invest- 
ment and speculation is an elusive sub- 
ject. But, for practical purposes, it can 
be satisfactorily defined. An investment 
decision is one based on a careful and 
objective study of all the facts surround- 
ing a particular security. A speculative 
decision is largely based on one’s sub- 
jective estimation of the effects which 
mass psychology will have on the price 
of a security. 

The distinction between investment 
and speculation is essential to under- 
stand the many differences between the 
views of Wall Street and Washington. 
Wall Street thinks in terms of the requi- 
sites of a broad, active, speculative 
investment- 


market. Washington is 


market minded. These fundamentally 
different points of view lead to irrecon- 
cilable interpretations of the functions 
of the securities markets. Wall Street 
charges that Government interference 
has made the market narrow and less 
liquid. Washington, however, is only 
interested in enough liquidity to meet 
Wall 


Street contends that prices should be 


the requirements of investors. 


freely determined without any interfer- 
ence. Washington maintains that prices 
should be judged by investment—not 


Moreover, the 


speculative—yardsticks. 
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Mr. Trenchard. the author of the ac- 
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Administration apparently believes that, 
if prices reflect sound investment values, 
the need for liquidity is correspondingly 
reduced. These views explain the brakes 
on speculative activities and the Govern 
ment’s quick investigation of any abnor- 
ma! price movements. 

As can be guessed from the above, 
there can be no compromise in the con- 
ict between Washington and Wall 
Street over the place and functions of 
the securities markets in our economy. 
Since Washington is in a position to im 
pose its views on Wall Street, the only 
sensible course open to brokerage firms 
is to adjust their operations to the 


changed conditions in the securities mar- 


kets. 


Sees Reforms Completed 


Since the Government has accom- 
plished the forced transition of Wall 
Street from a speculative to an invest- 
ment basis, it seems highly probable that 
the program of securities market reform 
is ended. From now on, the interest of 
the Administration is likely to be cen- 
tered on maintaining the status quo. 
This means that regulation will super- 
sede reform as the primary objective of 
national policy. 

There are many reasons why the Gov 
ernment is interested in maintaining the 


(continued on page 16, column 2) 
"In the future, the savings of small-income 


groups are likely to be the main source 
of new capital” 
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A fellow I just met at Broad and Wall 
Streets, said the Man Who Never For- 
gets Anything, made me think that there’s 
something in the old saying, “Heaven 
defend a man from his friends!” No, he 
didn't have a hot tip on a stock. None 
of those things has come my way for 
three or four years. This man had a 
sure-hre gadget, patent applied for, and 
he needed only $300 each from fifty peo- 
ple, or $1,000 from fifteen, to get into 
Venture 
capital, you know—the kind that is dis- 


mighty profitable production. 


cussed by everybody, although nobody 
seems to do much about it. Ill admit | 
was flattered when the inventor rated me 
as worth a thousand dollars. But during 
his sales talk I kept thinking of a method 
by which a person can reduce his risk, if 
he uses his head, tar easier than he could 
a tew years ago. 


»« 


Did you ever wonder about the amount 
of money that is lost in financing ideas? 
I haven't any figures to back up my asser- 
tion, but I am sure that the amount runs 
into many millions every year. There's 
this about such speculation, too—when a 
person is sold on an ingenious gadget, he 
goes for it wide open. When the final 
results are counted, if the inventive idea 
doesn’t pan out, the money put into it is 
usually gone beyond recovery. For a 
dozen ideas that eventuate in a Ford Mo- 
tor Company, or a petroleum cracking 
process, there are ten thousand others 
which use up a wad of money and get 
nowhere. Some of them look like naturals 


tor big profits, too. 
>< 


Speaking of petroleum, back around 
igt8 | knew a fellow with money of his 
own who took himself and a number of 
his triends who couldn't afford it for a 
grand sleighride straight over the cliff. 
He thought about all the waste oil and 
sludge that accumulated in New York 
garages, how if the stuff could be collected 


. nes. a 
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and processed, lubricants could be recov 
ered and resold. A few questions showed 
him that garage and repair shop owners 
would be glad to have the muck in their 
pits hauled away and wouldn't charge 
Raw material for noth- 
ing at all! And, by thunder, it was dis- 


anything for it. 


covered under tests that reclaimed lubri- 
cating oil was a good lubricant, while the 
heavier grease also was usable. A small 
refining plant wouldn't cost a great deal 
and the rest of it was merely to hire three 
or four trucks and some containers, and 
get in on the gravy. 

There was only one catch in the propo- 
sition and the promoter didn’t let this 
trouble him. The catch was that the cost 
of petroleum refining was falling under 
modern processes. You could buy new 
oil, pretty soon, for less than it cost to 
reclaim the second-hand oil. So the idea 
petered out as a profit maker for that par- 
ticular group, and at junk value the assets 
were hardly worth anyone’s time to haul 
away. A chap I knew lost $19,000 in the 
venture—a man who had taken pride be 
cause he had never put a dollar into 
securities on stock exchanges. 

d»« 


If you had more grey in your hair, 
you'd recall the Savold Tire excitement 
which stirred a section of financial dis 
trict society around 1922. The idea in this 
case was to make use of the rubber in old 
motor car “shoes” for manufacturing a 
low-priced tire. Offhand, the — project 
looked fair enough. Standard tires cost 
considerably more than they were to cost 
a few years later and, if new life could be 
injected into old rubber, a tire made from 
it ought to have a good competitive 


(EX) CHANGE 


chance. A corporation was ready to try 


it out and how the small amount of out 


standing stock was bid up—tor a few 
weeks! But no go. Prices for old-estab 
lished brands were heading down and 
their quality was improving, and some 
cold-blooded analyst’ pointed out these 
facts. 

»« 

1 recall—well, never mind. I think I've 
made the point that it isn’t necessarily 
a shady scheme which separates a short 
sighted speculator from his money and 
leaves little or nothing to salvage. Straight 
out fraudulent promotions often have an 
odor about them which causes people with 
itching money to shy off. The genuine, 
but half-baked, project is something else 
again. The inventor is sincere about it, 
and if it doesn’t work out it’s just one of 
those things. 


» « 


Now, here’s what 'm driving at—what 
I was really pondering while my inventive 
friend was trying to sell me: 

The big and successful industrial cor 
porations are built around ideas and the 
resulting machines or products which have 
panned out. The ideas were developed 
by venture capital, sure enough, but the 
suppliers could afford to take chances, 
and they drew upon a mass of experience. 
They could get all the engineering and 
marketing advice they required to deter 
mine whether an idea had commercial 
merit. After five years, or maybe ten, ot 
development, the profit to be made from 
it was a matter of statistical record. Take 
the hundreds of corporations listed onthe 
Stock Exchange. A few years back, a 
considerable amount of information about 
these companies was public property, but 
there is a great deal more available to 
day. You don’t have to listen to a man 
on a street corner if you want to put some 
money into a productive idea. You can 
look up the facts about thoroughly proved 
ideas, and cut down your risk. That’s the 
logical way for the average speculator, or 


investor, to use his venture capital. 











Arsenal of Democracy 


(continued from page 4) 


ol expert selection by the steel maker 
and determined by test. 


With 


by paint, the 


one face of a plate protected 


other is carburized ky 
use of a certain compound under high 
temperature in a furnace according to 
a “predetermined heat and time cycle.” 
Tests by gun fire determine whether 
the finished plate is up to specifications. 
The company maintains its own hring 
range at Berwick. 

American Car and Foundry experi 
ence may be cited as an example of 
what is going on among all the great 
corporations which are producing de- 
fense material. General Motors, Amer- 


ican Locomotive, Chrysler, General 
Electric, Westinghouse and many others 
which are engaged in fabricating war 
machines, guns, shells, etc., are meet- 
ing comparable problems, and common 
to all is a single, essential element 

a background of experience gained dur- 


ing the first World War. 


Active in First World War 


The Car and Foundry Company was 
active from igt5 to tgtg in supplying 
the Allied United 


States, limbers for 


nations, and the 


with caissons and 
artillery, shells, railway gun mounts, 
submarine chasers and a wide array of 
quartermaster supplies, 

Tanks receive the emphasis in this 
article, yet the same brains and trained 
hands which have expanded tank pro- 
duction from zero to thousands in a 
few months are speeding the output of 
other vital products. Shell forgings at 
Buffalo, shell fuses at St. Louis, mine 
sweepers and lighters at Wilmington, 
Del... 


a program which not long 


all come within the scope of 
ago was 
comprised in the building of railroad 
rolling stock and allied products. And 
this production goes right along, abreast 


of the output of defense equipment. 


P, 
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What Modern Weapons Cost 





A tank or 


about $1 a pound, airplanes and 


a battleship costs 


aviation engines from $5 to $15 a 


pound, machine guns and ord- 
nance from $5 to SLO for every 
16 ounces of material that goes 


into them. In contrast. the average 
cost of automobiles at wholesale. 
Wilson. 
Motors 


Corporation, is less than 25 cents 


according to Charles E. 
President of the General 
a pound. The cost of shells ranges 
from 25 cents to 50 cents a pound. 

Applied to this country’s peace- 


time steel consumption, and pres- 





ent defense production, costs show 
a sharp contrast. The 27,000,000 
tons of steel used in the average 
vear 1935 to 1939 in making dur- 
able goods was worth $18.000.- 
000,000. Twenty billions of dol- 


lars worth of defense material 


made of steel would necessitate 


the consumption of only 10,000,- 


OOO tons of raw steel. Some 


reasons why the fabrication of 
heavy weapons involving special 
steels costs “real money” are re- 


counted in the 


accompanying 


article. “Arsenal of Democracy.” 








The Challenge of Change 


(continued from page 14) 


securities markets. More and more, the 
ownership of corporate securities is pass- 
ing from a few large shareholders to 
many small shareholders. High inher- 
itance taxes and high income taxes in 
the upper brackets are responsible tor 
this trend. This extension of the owner- 
ship of American industry should be a 
strong bulwark to private enterprise and 
democracy. As more of our people come 
to own securities, there will be a need 
for a market where values can be accu 
rately determined. There must also be 
a market where small holders of secur 
ities can readily sell and obtain cash in 
case of need. Accurate prices and matr- 
ketability are necessary for the extension 


of public ownership. 


Marketability Essential to Banks 


Moreover, marketability is also essen 
tial to the solvency of our banking sys- 
tem. Banks own large quantities of 


securities and make substantial loans on 


securities. Although the broadening of 
the rediscount provisions has lessened 
the need for sales of securities by banks 
in times of stress, a ready market for 
securities remains a necessary adjunct to 
our banking system. Another important 
need for securities markets is found 
when one considers the change in the 
source of savings brought about by 
heavy taxes on the high-income groups. 
In the past, the wealthy were a main 
source of new capital for industry, In 
the future, the savings of small-income 
groups are likely to be the main source 
of new capital, Hence, there must be « 
market where these funds can find their 
The 


ganization of our securities markets }» 


Way into securities, present or- 
well equipped to handle such business. 

In the foregoing discussion, the writer 
has attempted to present impartially the 
true economics of the Wall Street situa 
tion. Basic changes have been so drastic 
as to call for an entirely new way of 
thinking. It seems almost too obvious 
to point out that an understanding of 


the present economic fundamentals ot 


the ccurities business is the first step in 
the Jirection of successful business pol- 
ict New conditions and new prob- 
lenss call for new solutions and new 


| eS. 

» put it bluntly, the restrictions on 
speculative activities have choked off the 
demand merely for efficient brokerage 
services. However, there is a large new 
undeveloped market —the small and 
medium-size investors—to fill the pres- 


ent gap. But this market calls for a new 


product. There must be more than 
efhcient brokerage service. If Wall 
Street is going to develop this new mar- 
ket successfully, the specific needs of 
investors must be determined and prod- 
ucts created to fulfill those needs. 
Industrial executives are often called 
upon to change their product and create 
new markets. Now Wall Street exec- 
utives face these same obstacles. The 
issue is essentially a merchandising 


problem, but one in which successful 


public relations can help immensely. 
Wall Street must win the favor and con- 
fidence of the public. 

These problems are not insolvable. In 
fact, a number of Wall Street firms are 
already adjusting their operations to 
meet the new conditions. Evidence of 
this trend is carried in a number of 
recent articles in this magazine. To an 
outsider, this is a most hopeful sign and 
provides the basis for an optimistic view 


on the future of the securities business. 
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MONTH END DATA 


OCTOBER 


1. Shares Listed (Mil.) 1.465 
2. Share Issues Listed (No.) 1.236 
3. Par Value of Bonds Listed (Mil. $) 57.856 
1. Bond Issues Listed Son caer (No.) 1.274 
5. Total Stock and/or Bond Issuers (No.) 1.276 
6. Market Value of Listed Shares (Mil. $) 39.057 
7. Market Value of Listed Bonds (Mil. $) 55.107 
8. Market Value of All Listed Securities (Mil. $) 94.164 
9. Flat Average Price—All Share Issues (S$) 38.41 
10. Shares: Market Value ~ Shares Listed ($) 26.66 
11. Bonds: Market Value — Par Value ($) 95.25 
12. Stock Price Index (12/31/24=100) (%) 53.2 
13. Shares in Short Interest m (Thou.) 145 
14. Member Borrowings ee ae (Mil. $) 144 
Per Cent of Market Value of Listed Shares (%) 1.14 
15. N. Y. S. E. Members’ Branch Offices . (No.) 874 
16. Total Non-Member Correspondent Offices (No.) 2,984 
DATA FOR FULL MONTH 
17. Reported Share Volume. . . (Thou.) 13.152 
Daily Average (Incl. Saturdays) (Thou.) 506 
Daily Average (Excel. Saturdays) (Thou.) 552 
Ratio to Listed Shares . etek fe (%) 0.90 
18. Total Share Volume (Incl. Odd Lots) (Thou.) 
19. Money Value of Total Share Sales (Thou. $) 
20. Reported Bond Volume (Par Value) (Thou. $) 178.899 
Daily Average (Incl. Saturdays) (Thou. $) 6.881 
Daily Average (Exel. Saturdays) (Thou. $) 7.308 
Ratio to Par Value of Listed Bonds (%) 313 
21. Total Bond Volume (Par Value) (Thou. $) 
22. Money Value of Total Bond Sales (Thou. §) 
23. N. Y. S. E. Memberships Transferred (No.) 5 
Average Price 5 (S$) 26.400 
24. Stock Clearing Corporation: 
Average Price of Settled Shares ($) 21.4 





194] 1940 
SEPTEMBER AUGUST OCTOBER 
1.463 1.464 1,453 
1.236 1,233 1.230 
56.387 56.101 54.329 
1.275 1.272 1.312 
1.278 wit 1.288 
10.984 $1,472 42.674 
53.418 53.217 50.438 
94.402 94.689 93.112 
39.36 39.59 38.96 
28.02 28.32 29.38 
94.74 94.86 92.84 
55.9 56.5 58.4 
187 470) 530 

417 513 . 

1.02 1.24 

88 887 1.006 
2.987 2.997 3272 
13.546 10.875 14.489 
542 118 557 
601 161 594 
0.93 (0.74 1.00 
17.745 15.036 18.309 
126.690 344.200 504.383 

140.963 140.157 150,98 
5.639 5.391 5.807 
6.157 6.073 6.223 
251 250 279 
155.537 144.101 159.704 
89.563 74.506 93.532 
5 i 1 
29.500 34.000 11.000 
21.3 19.5 23.9 


Notes: Items 13. 14, 18. 19, 21, 22 and 24 are as of ledgers which normally reflect transactions up to the close of the 
second full preceding business day. *For description of new series, see Member Borrowings Release of Feb- 


ruary 3, 1941. 

















Securities prices daily reflect 


the sweeping changes involved 
in reshaping industry to the 
needs of national defense. 
Rarely have stock price move- 
de- 


ments been so selective 


pended to so great a degree 
upon the outlook for individual 
companies and their separate 
situations with regard to taxes, 
priorities, price controls, labor 
costs and other factors. 


Increasing discrimination be- 





comes necessary in the making 
of investments. 
The 


cumulated funds is a process 


administration of ac- 


requiring persistent and thor- 


ough research. With their ex- 
tensive statistical and fact- 
eathering facilities, New York 
Stock Exchange firms offer 


their services to private and 


institutional investors in 
meeting today’s invest- 


ment problems. 








